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SUMMARY

Nextel’s chairman has been quoted as extolling the virtues of spectrum ownership.
Indeed, the actions taken by the Company mirror this vision, gobbling up channels
wherever they might be available through the filing of thousands of applications
throughout the Country. The Commission would not require much examination of its
records to find several incidents where Nextel has filed for over a hundred channels to
serve an area with a population of less than 30,000. Nextel has, therefore, gone more
into the spectrum business than the telecommunications business. Or, more precisely,
it has pioneered the spectrum/commodity trading business.

Nextel’s methods are a matter of record and its history should be scrutinized
before the Commission makes any decision in this proceeding. One must note, however,
that despite all of its financial machinations, Nextel still has not found consumers to
support ESMR. The reasons are obvious. They are the same reasons which have always
existed. And nothing proposed within this proceeding can or will change the fact that
ESMR is simply an undesired service.

Since the likelihood of Nextel ever achieving its sometimes claimed goals is slim,
the Commission must ask the question, "what are the proposals within this docket
intended to achieve, if not the facilitation of ESMR offerings?" The answer is obvious,
despite the layers of rhetoric and bluster and hyperbole which have often buried the facts.
The fact is that Nextel is still committed to its original goal, to obtain spectrum as a
commodity for the purpose of selling its spectrum assets at a later time.

The Commission’s scarce resources and the regulation of the spectrum is not
intended to be employed in this manner. The agency’s primary mission is to establish
rules which will foster the provision of service to the public for which the public has
demanded. But Nextel’s mission does not include the intent to provide new services and
technology to the public. Nextel’s goal is clearly to employ the Commission’s processes
for commodity trading. For this reason, the Commission must reject these proposals as
inconsistent with the goals of the agency, to bring SERVICE, not speculation in spectrum
futures to the market. o
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Triangle Communications, Inc. (Triangle), by its attorneys, hereby submits its
reply to the comments filed in the above-captioned matter. Triangle feels that the
proposals outlined in the Further Notice of Proposed Rule Making should not be adopted.

In support of its position, Triangle states the following:

Nextel’s Commodity Trading

Nextel’s chairman has been quoted as extolling the virtues of spectrum ownership.
Indeed, the actions taken by the Company mirror this vision, gobbling up channels
wherever they might be available through the filing of thousands of applications
throughout the Country. The Commission would not require much examination of its

records to find several incidents where Nextel has filed for over a hundred channels to
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serve an area with a population of less than 30,000. Nextel has, therefore, gone more
into the spectrum business than the telecommunications business. Or, more precisely,

it has pioneered the spectrum/commodity trading business.

Nextel’s methods are a matter of record and its history should be scrutinized
before the Commission makes any decision in this proceeding. Those methods are
illustrative of the false premises upon which this proceeding and the proposals contained

within are based.

The Company began as Fleet Call, Inc. and its strategy was acquisition from the
beginning. It targeted certain urban markets and made offers to local operators to sell
out their analog SMR businesses. Many operators sold and many refused those offers.
After a time, the Company had amassed a block of spectrum in several U.S. cities. It
concurrently picked up a sizeable customer base, but the revenue produced from those
companies was insufficient to continue the strategy. Therefore, bank financing was

employed and additional monies were raised to continue the strategy.

In and about 1991-92, the Company attempted to sell its holdings to Bell South.'
The idea was that wireless technology was experiencing increasing demand and that Bell
South could employ the valuable 800 MHz spectrum acquired by Nextel to increase its

presence in this booming market. Unfortunately, the deal did not and could not close

! This is confirmed via conversations with representatives of Bell South.
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due to the Commission’s continued bar on operation of SMR facilities by wireline

entities. The earliest "buy-and-flip" strategy had failed.

The inability to close the Bell South deal put Nextel in a precarious position. It
was still highly leveraged and its revenues would not keep up with its need to service a
large debt load. Drastic times call for bold measures, hence, its request for waiver to

create the service now referred to as ESMR.?

As the Commission may recall, the request for waiver was not welcomed with
open arms. Some members of the Commission appreciated the ramifications of allowing
prolonged construction dates and tolled loading criteria. Accordingly, the terms of the
granted waiver were limited. Unfortunately, the strict language of the waiver was not
followed in the later processing and licensing of Nextel’s facilities. Instead, the nose of
camel was firmly within the tent and Nextel pushed the limits of the waiver well beyond
the plain language contained therein.> The result was that Nextel’s efforts were doubled

and redoubled in acquiring spectrum throughout the Country, with little consideration

2 The roster of luminaries appearing at the signature lines of that request speaks
volumes about the importance which Nextel attached to its waiver request. Had it failed,
Nextel’s position in the market would likely have shrunk rapidly and it would be little
more than a curious footnote today.

3 Efforts to curtail the abuse of the Commission’s directions contained within the
waiver fell on deaf ears within the Private Radio Bureau. The interpretation of the terms
of the waiver by members of the Bureau staff were challenged time and again, without
substantial results. Therefore, the Bureau mistakenly assisted Nextel in creating its
spectrum warehouses to the detriment of many a protesting analog SMR operator.
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given to what, if any, viable service might actually be provided with the acquired

channels.

Buoyed by its success in obtaining its waiver, Nextel went public and its stock
was snatched up by many who believed that Nextel was on a roll. Indeed it was and the
stock price soared into the 50s. The coffers now filled, Nextel continued its aggressive
techniques, approaching analog operators in major areas and employing dominating
tactics to convince local businesses to sell to Nextel.* The Company expanded its claims
beyond the original six-city system upon which the waiver had been based and now stated
that it intended to construct a seamless ESMR network across the United States,

delivering wireless services to over 90% of the public in record time.

These were the salad days of Nextel. Strategic partners lined up to take an equity
stake in this bold, new upstart. Its stock was trading high, despite early profit taking by
some large stakeholders, including foreign investors.® The Company generated

application after application, snatching up more channels at an ever increasing rate.

* That local operators were intimated into selling channels to Nextel is confirmed
via an interview with Morgan O’Brien that appeared in the Wall Street Journal.

* In its deliberations of these proposals, the Commission should recall that it has
not granted Nextel’s waiver to allow it greater than mandated foreign ownership. Since
these proposals would most benefit Nextel, the Commission should first complete its
review of that matter prior to making any decision in this proceeding. If Nextel’s waiver
is denied, it would not be eligible to operate as a CMRS and these proposals’ greatest
supporter might be compelled to oppose these proposals to survive as an analog dispatch
carrier.



Meanwhile, other entities entered the market with the intention of duplicating
Nextel’s success. CenCall, Inc.; Dispatch Communications, Inc.; Power Spectrum, Inc.
and Dial Call, Inc. among others, rushed to take advantage of the newest craze in
telecommunications.® Each of these companion entities consolidated channels in defined
geographic areas, e.g. Dial Call concentrated on the Southeastern United States while
Power Spectrum focused on the Northeast. At the same time, Motorola entered into
negotiations with many of these entities to sell its inventory of SMR channels to willing
buyers looking to dominate particular regions, eventually selling much of its inventory

for equity positions in the carriers.’

In the market, some degree of licensing chaos ensued. Local operators were
precluded from obtaining additional spectrum in areas where ESMR operators had filed
for enormous blocks of spectrum. Increased uses of short-spacing gobbled up every inch
of available service area, thereby reducing the service area of existing facilities.
Aggressive marketing techniques were employed as ESMR operators thirsting for

revenues to back their bold plans lured analog customers away from traditional carriers.

¢ It is more than coincidence that two of the other ESMR entities’s Chief
Operating Officers were close colleagues of Morgan O’Brien and that these entities were
able to sell their companies to Nextel before the market bottomed out.

7 Motorola’s equity positions also created a de facto sole source supplier for
equipment to create ESMR services, thereby chilling the SMR manufacturing market at
the same time that Nextel was chilling the growth of local and regional SMR systems.

5



Although some degree of spectrum shortage had existed in the major markets,
now minor markets were also suffering this fate. Wait list areas sprung up where the
likelihood of such problem existing previously had been quite remote. But the rush was
on to grab channels now, fast before the inventory was so depleted through speculation
in ESMR that future growth might be impossible. Channels, as a commodity, had turned

into a big money game.?

Further exacerbating the problem was the effect of application or licensing "mills"
which promised investors get-rich-quick schemes based on the overheated nature of the
marketplace. These entities filed for channel after channel with little opportunity or
notion that the systems would ever be built. Thousands of channels would be put on ice
by these operations, removing each of those channels from the valuable spectrum pool

on which legitimate operators had previously relied for growth.

The most disturbing element at this time was the lack of one, single, viable
ESMR system. Literally billions of dollars had changed hands without producing a
single system for the provision of service to the public. The vast spectrum holdings of
Nextel and others had failed to produce a viable service, despite the lofty claims and

promises. The effect of failed beta testing of the systems began to be felt in stock prices,

® The Commission comes too late to the auction table in the SMR industry. The
auctions have already been held in numerous board rooms and contract negotiations.
There is little to nothing left to sell or buy that is worthy of purchase by anyone other
than Nextel for reasons explained herein.



which began to inch downward for the publicly traded ESMR systems. Investors slowly
began losing confidence and sources for strategic partners evaporated. MCI walked,
Comcast backed away, and other large telecommunications companies turned their backs
on ESMR and began to concentrate on PCS, which appeared then and now to hold more

promise.

Time passed and still no ESMR could logically claim success in the delivery of
a service which the public would accept. Pricing was a problem as ESMR’s high
capitalization rates demanded a higher usage charge from subscribers. Service was still
a problem, including the quality of voice transmissions and the battery life of associated
subscriber equipment. However, the greatest problem was that the ESMR operators were
attempting to foist an interconnected service onto a primarily dispatch market. Dispatch
customers remained faithful to their needs and eschewed the offerings as too expensive
and unnecessary. Those that required interconnected service of the type offered by
ESMR operators were already employing cellular systems and could not be lured in
sufficient numbers to justify the high cost of constructing ESMR systems. The other
byproduct was high churn rates as customers lured to ESMR would jump and return to
traditional analog SMR service providers to receive reliable dispatch services or would

go to cellular to enjoy the benefits of that more mature technology.

More months passed and still Nextel could not demonstrate that its ESMR concept

had found a place in the market. Additional technical problems arose that demonstrated
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that the ESMR systems were quite vulnerable to co-channel and adjacent channel
interference, despite Nextel’s earlier claims that the system would perform well in the
existing SMR environment. Nextel’s stock was in a free fall and continued to plummet.
It had already purchased most of its competitors and those mergers continued to breathe
excitement into its financial offerings, but OneComm, Inc. and Dial Call, Inc. still
remained, with their huge reserves of spectrum. But Nextel’s stock prices had dropped

so far as to place in jeopardy its proposed purchase of these last two major stakeholders

in ESMR.

Recently Nextel has been able to overcome the problems it had in obtaining
OneComm and Dial Call, but not without substantial wrangling and reductions in
offerings to make the numbers come out right. Today, Nextel is an SMR giant, holding
thousands of channels throughout the United States with little,.if any, true competition

in the ESMR market.

One must note, however, that despite all of its financial machinations, Nextel still
has not found consumers to support ESMR. The reasons are obvious. They are the
same reasons which have always existed. And nothing proposed within this proceeding
can or will change the fact that ESMR is simply an undesired service. Analog dispatch
service, the kind that Nextel provides to over 95% of its customer base, is still the
service which has built and maintained the SMR industry. The proposals offered cannot

change the price elasticity in the market or customer perception or the technical problems



suffered by faulty design or any of the many other problems suffered by companies

which claim dependence on making ESMR a viable telecommunications offering.

It stretches credulity to believe that Nextel is unaware of this fact. One need only
read its most recent comments to see that Nextel has changed its emphasis from ESMR
services to traditional SMR services to bolster its claims. Although it is still painting
blue sky about the wondrous offerings that it might make in the future through its ESMR
plans, by now it should be obvious to all informed persons that Nextel’s plans will not
include the construction of a nationwide ESMR service, even if provided the opportunity.
Due to the paucity of demand for ESMR services, construction simply does not make

good business sense. The Commission need go no farther than the stock market to

confirm this perception.

Since the likelihood of Nextel ever achieving its sometimes claimed goals is slim,
the Commission must ask the question, "what are the proposals within this docket
intended to achieve, if not the facilitation of ESMR offerings?" The answer is obvious,
despite the layers of rhetoric and bluster and hyperbole which have often buried the facts.
The fact is that Nextel is still committed to its original goal, to obtain spectrum as a

commodity for the purpose of selling its spectrum assets at a later time.

Nextel’s long held belief that spectrum as a commodity for the purpose of trading

in the marketplace has been the guiding credo for its actions. The proposals in this
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docket simply attempt to conform and improve that commodity, by creating contiguous
blocks which are far more easily traded in the market. Nextel has come to recognize that
its vast spectrum warehouses are filled with odd lots, remnants, and tainted goods. As
Nextel has short-spaced, so too have others against its channels. As Nextel has bought
and sold to gain geographic advantages, so have local analog operators between Nextel’s
system designs. The result is that Nextel is holding a lot of spectrum on its books, but
the assets are not of a quality that might attract the highest offer when sold. To achieve

that kind of price, the spectrum must be contiguous and geographically concentrated.

To achieve its ultimate goal, Nextel comes before the Commission requesting
"regulatory parity” with cellular and PCS operations. Its request is disingenuous. Nextel
does not seek regulatory parity. Nextel seeks the intended byproduct of the
Commission’s adoption of parity, the adoption of rules that will enable it to conform its

spectrum reserves into neat blocks for future sale.

Regardless of the audacity of Nextel’s request which would lessen competition in
the marketplace, create a hazardous and undue burden on existing analog SMR operators,
provide no service for which demand exists or is likely to exist, and would benefit only
Nextel to the detriment of this vital industry; perhaps the most compelling reason for
rejection of the proposals is the unstated, but unmistakable, reason for Nextel’s bringing
these proposals in the first instance. Nextel simply wants to engage in commodity

trading.
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The Commission’s scarce resources and the regulation of the spectrum is not
intended to be employed in this manner. The agency’s primary mission is to establish
rules which will foster the provision of service to the public for which the public has
demanded. But Nextel’s mission does not include the intent to provide new services and
technology to the public. Nextel’s goal is clearly to employ the Commission’s processes
for commodity trading. For this reason, the Commission must reject these proposals as

inconsistent with the goals of the agency, to bring SERVICE, not speculation in spectrum

futures to the market.

Conclusion
For all the foregoing reasons, Triangle respectfully requests that the Commission

reject the proposais outlined in the above-captioned Further Notice of Proposed Rule

Making.

Respectfully submitted,
TRIANGLE COMMUNICATIONS, INC.

Robert H.' 8chwaningér, }J/

Brown and Schwaninger
Suite 650

1835 K Street, N.W.
Washington, D.C. 20006
202/223-8837

Dated: March 1, 1995
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